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Grant Thornton &%

Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Member of
Mako Global Derivatives, L.L.C.

We have audited the accompanying statement of financial condition of Mako Global Derivatives, L.L.C.
(the “Company”) as of December 31, 2002. This financial statement is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statement is free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statement. An audit also includes
assessing the accounting principles used and significant estmates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects, the financial
position of Mako Global Denvatives, L.LL.C. as of December 31, 2002, in conformity with accounting
prnciples generally accepted in the United States of America.

&/\oﬁd’ Thondin, 3K

New York, New York
February 28, 2003

60 Broad Street

New York, NY 10004

T 212.422.1000

F 212.422.0144

W www.grantthornton.com

Grant Thornton LLP
US Member of Grant Thornton International



Mako Global Derivatves, L.L.C.
STATEMENT OF FINANCIAL CONDITION

December 31, 2002
(Dollars in thousands)

ASSETS

Receivable from clearing broker

Secunties owned, at market

Investments at fair value

Property and equipment (net of accumulated depreciation
and amortization of §241)

Exchange memberships

Other assets

Total assets

LIABILITIES AND MEMBER’S CAPITAL
Bank overdraft
Securties sold, but not yet purchased - at market
Other hiabilities and accrued expenses
Total liabilittes
Commitments

Member’s capital

Total liabilities and member’s capital

The accompanying notes are an integral part of this statement.

$ 95,206
262,901
13

2,089

392
490

$361,001



Mako Global Derivatives, L.L.C.

NOTES TO STATEMENT OF FINANCIAL CONDITION
(Dollars 1n thousands)

December 31, 2002

NOTE A - GENERAL BUSINESS

Mako Global Detivatives, L.L.C. (the “Company”), a Delaware limited liability company formed on
October 27, 1999, 1s a broker-dealer registered with the Securities and Exchange Commuission (“SEC”).
It holds memberships with the Chicago Board Options Exchange (CBOE), the International Securities
Exchange (ISE) and the Amernican Stock Exchange (AMEX), and has the ability to trade on the Pacific
Exchange (PCX) and New York Mercantile Exchange (NYMEX).

The Company’s operations consist of proprietary trading as well as market-making activities in futures,
options on equity and indexes and options on futures instruments. The Company is wholly owned by
Arrabon Holdings, LL.C. (the “Parent”), which 1s wholly owned by Mako Global Denivatives
Executives, L.L.C. (“Executives”).

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

Securities Transactions

Propretary secunty, option and futures transactions and related revenue and expenses are recorded on a
trade-date basis and dividends are recorded on the ex-dividend date.

Securities owned are stated at quoted market values and the resulting unrealized gains and losses are
reflected in the statement of income. Securities sold, but not yet purchased, are stated at quoted market
values, with unrealized gains and losses reflected in the statement of income. Subsequent market
fluctuation of secunities sold, but not yet purchased, may require purchasing the securities at prices
which may differ from the market values reflected on the statement of financial condition.

Investments at fair value include securities, which are not readily marketable, and investments in an
affiliated investment partnership. The Company records the securities at cost which approximates fair
value. The investment in the partnership is reported at fair value which approximates the Company’s
proportionate share of the net assets of this partnership. The Company records its proportionate share
of income ot loss from this partnership on the statement of income. In determining the fair value,
management assesses impairment, if applicable, of these investments.

Property and Equipment

Fixed assets, which are comprised primarily of furniture and fixtures, are recorded at cost and
depreciated over their estimated useful lives (three to five years) using the straight-line method.



Mako Global Denivatives, L.L.C.

NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)
(Dollars 1n thousands)

December 31, 2002

NOTE B (continued)
Income Taxes

The operations of the Company will be included in the taxable income of the sole member and,
accordingly, no provision for Federal income taxes is recorded in the financial statements.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions in determining
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Dertvatives, Hedging and Off-Balance-Sheet Risk

In the normal course of business, the Company enters into trading activities, which include derivatives,
mainly futures and options with off-balance-sheet risk. These financial instruments contain varying
degrees of off-balance-sheet risk to the extent that subsequent changes in the market value of the
securities underlying the financial instruments may be in excess of the amounts recognized on the
statement of financial condition. The Company adjusts the fair value of these derivatives through
income. Detivative financial instruments derive their value based upon an undetlying asset, index or
reference rate. These instruments are subject to vanous risks similar to nondenvative financial
instruments, including market, credit, liquidity and operational sisks. The Company attempts to manage
these risks associated with derivatives on the global group basis, along with the risks associated with its
trading and as part of its overall risk management policies.

Denvatives are generally based upon notional values. Notional values are not recorded on the balance
sheet, but rather are utilized solely as a basis for determining future cash flows. Notional values provide
a measure of the Company’s involvement.

NOTE C - RECEIVABLE FROM CLEARING BROKER

Receivable from clearing broker includes cash held at the clearing broker, First Options of Chicago, Inc.
(the “Clearing Broker”). Substantially all of the Company’s cash and securities are held with the
Cleanng Broker.



Mako Global Denvatives, L.L.C.

NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)
(Dollars in thousands)

December 31, 2002

NOTE D - RELATED PARTIES

The Company has an investment in Mako Financial Markets L.L.C. (the “Company”), a wholly owned
inactive broker-dealer subsidiary, which is 2 member of the NASD. The Company carnies its investment
at fair value. Consolidation of this subsidiary had no material impact on the financial condition of the
Company. Included in investments at fair value on the statement of financial condition is $13 related to
this subsidiary.

The Company from time to time advances loans to its employees for terms of up to one year. These
loans are noninterest bearing. Included in other assets, on the statement of financial condition, 1s
approximately $59 related to these loans.

NOTE E - NET CAPITAL REQUIREMENT

As a registered broker-dealer, the Company is subject to the SEC’s Uniform Net Capital Rule 15¢3-1,
which requires that the net capital, as defined, shall be at least the greater of $100 or 6-2/3% of
aggregate indebtedness, as defined. Net capital and aggregate indebtedness change from day to day, but
at December 31, 2002, the Company had net capital of $1,091 which exceeded its requirement of $116
or 6-2/3% by $975.

Propnetary accounts held at the clearing broker (“PAIB Assets”) are considered allowable assets in the
computation of net capital pursuant to an agreement between the Company and the clearing broker,
which requires, among other things, for the clearing broker to perform a computation of PAIB Assets
similar to the customer reserve computation set forth in SEC rule 15¢3-3.

NOTE F - COMMITMENTS

The Company leases office space under an operating lease having noncancelable lease terms in excess of
one year. The minimum rental commitments are $275 per annum. The minimum term of the lease 1s
five years.
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INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL REQUIRED BY
SEC RULE 17a-5
MAKO GLOBAL DERIVATIVES, L.L.C.

December 31, 2002



Grant Thornton &

Accountants and Business Advisors

INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Member of
Mako Global Derivatves, L.L.C.

In planning and performing our audit of the financial statements and supplemental schedules of Mako
Global Denvatives, L.L.C. (the “Company”) for the year ended December 31, 2002, we considered its
internal control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Secunties and Exchange Commuission (the “SEC”), we have
made a study of the practices and procedures followed by the Company, including tests of such practices
and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not catry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls and
of the practices and procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives
of internal control and the practices and procedures are to provide management with reasonable, but not
absolute assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management’s
authonization and recorded properly to permit the preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph. '

60 Broad Street

New York, NY 10004

T 212.422.1000

F 2124220144

W www.grantthornton.com

Grant Thornton LLP
US Member of Grant Thornton International



Because of inherent limitations in internal control or the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessanly disclose all matters in internal control that might
be material weaknesses under standards established by the Amencan Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions. However, we
noted no matters involving internal control, including control activities for safeguarding securities, that we
consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all matenal respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures were
adequate at December 31, 2002 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Member, management, the SEC, and the
Commodity Futures Trading Commission, the Chicago Board Options Exchange, and other regulatory
agencies which rely on rule 17a-5(g) under the Securities Exchange Act of 1934, in their regulation of
registered brokers and dealers, and is not intended to be and should not be used by anyone other than these
specified parties.

Dok theden 33-C

New York, New York
February 28, 2003
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